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CAPITALISM 


And it came to pass in those days, that there went out a decree from Caesar 
Augustus, that all the world should be taxed. (And this taxing was first made 
when Cyrenius was governor of Syria.) And all went to be taxed, every one 
into his own city.” 

- Luke 2:1-3, King James Version of the Christian Bible 


Big government has been around for a very long time. 


“WHEN PLUNDER BECOMES A WAY 
OF LIFE FOR A GROUP OF MEN 
LIVING TOGETHER IN SOCIETY, 
THEY CREATE FOR THEMSELVES 


IN THE COURSE OF TIME A LEGAL 
SYSTEM THAT AUTHORIZES IT AND 
A MORAL CODE THAT GLORIFIES IT! 


—Frederic Bastiat 





Long before capitalism. 
But let’s take a look at which has accomplished more ina shorter period of time. 


The Romans created written text in several ways including using wax tablets, 
thin leaves of wood, or papyrus (most commonly used for legal documents). 
When Augustus issued his declaration of a tax to be levied, it would likely have 
been written on papyrus leaves and transported to all corners of the Roman 
world using the “cursus publicus”; the Roman postal service. According to 
Britannica, the postal carrier network could cover as much as 170 miles per 
day. It wasn't until the 18th century that Europe would reach those speeds of 
communication again. 


Inaworld without modern capitalism, it took nearly one thousand four hundred 
and fifty years from the time of Augustus’ tax decree was hand written, one 
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copy at a time, on papyrus leaves until the invention of the printing press 
by German-born Johannes Gutenberg. At the time he invented the printing 
press, he was a member of the Roman Empire - The Holy Roman Empire! 


The world had changed so greatly in its political and religious configuration 
that the empire written about by Luke which pre-dated Christianity had long 
since fallen and been superseded by the Christian Church. 


The first book typeset by Gutenberg and printed on his press was the 
“Gutenberg Bible” (aka The 42 Line Bible). The project took him approximately 
three years to complete. 


The transportation of the finished book would have been by means no faster 
than those employed by Augustus. The original book sold for 30 florins each 
which was a considerable sum of money at the time; more than a year’s wage 
for most people. 


Today there are estimates ranging from 22 to 48 copies of the original 
Gutenberg Bible that are known to exist. No auction has been held in years 
but if one were to be sold, say at Christie’s Auction House in New York, it 
is speculated that it could fetch as much as $100 million. The buyer of that 
book, living perhaps in Rome, could have it delivered to them in two days, or 
overnight with special provisions, by FedEx, a product of the American free 
enterprise, capitalistic system, founded in 1971 by Fred Smith. 


For those either religious or curious who are unable to afford purchasing an 
original Gutenberg Bible, there is some consolation. They can simply go to an 
“App Store” from their smart phone and download a complete copy of The 
Kings James's Bible for free in a matter of seconds to the palm of their hand. 
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WHAT IS HAS NOT ALWAYS BEEN 


Since most Americans alive today have lived in mostly stable, peaceful 
times, it is easy to mistakenly think that the way we live today is the way 
that we have always lived. It is even easier to conclude that the political and 
economic systems we see in the world today are as old as mankind itself. 
The truth is that forms of government and economic systems that promote 
individual freedom, choice, and responsibility are relatively new to the human 
experience. Capitalism in particular has a relatively short history, both in 
terms of existence and application. That said, what it has allowed people 
to accomplish is indisputable. Virtually all of the means and media used by 
opponents of capitalism to condemn it today would not exist for them to use 
without capitalism. To be clear, Socialism can only take what capitalism makes. 


In this book we will take a look at some of the more current examples of 
the successes of capitalism. Particular stories about products and services, 
created by entrepreneurs and offered by companies, will be shared with the 
idea that the reader will come away understanding that if they wish to become 
critics of capitalism they had best think long and hard about what their world 
would be like without it. 


But if after reading this you still want to protest a free market system and 
Suggest some other form of big-government directed economic order then 
you should take out your feather, dip it in ink, scratch out your thoughts on a 
papyrus leaf, and let your voice be heard. 
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CAPITALISM'S LINEAGE 


Perhaps the most impressive feature of capitalism, the system that has 
allowed for a disproportionate number of mankind's greatest inventions and 
innovations, is that it was not, itself, “invented” by anyone or any government. 
Capitalism evolved out of people’s desire to become better off, using their own 
creativity and initiative to make it happen. 


." Adam Smith is often credited with having “invented” 
RB capitalism and documenting that invention in his famous 
a : work An Inquiry into the Nature and Causes of the Wealth 
: of Nations.” What Smith actually did in that work was to 
identify and describe what he was seeing beginning to 
operate inside 18th century Great Britain as the Industrial 
Revolution progressed. Up until that time, European 
economies were governed by “mercantilism” which had 
governments directing the activities of anation’s economy 
: Saas §=6for the purpose of accumulating a surplus of “riches.” A 
variation was “merchant capitalism” which was more agrarian-based and had 
economic activity financed through small private funding sources, primarily for 
commodity production. 





But the Industrial Revolution was going to change all of that. 


As the need for the financing of production grew, and as the complexities 
of sourcing and pricing component parts of complex manufactured items 
increased, innovative and self-interested people began to find ways to finance 
and facilitate the growth. Smith keenly observed this process and described 
how an “invisible hand” was at work, efficiently and effectively coordinating 
all of the activities in the marketplace to ultimately deliver finished goods to 
the consumer at the best possible price. Smith, a philosopher by trade (his 
Theory of Moral Sentiments remains, to this day, a classic in the discipline), 
was identifying a naturally occurring process and pointing out the different 
attributes. His work can best be thought of as that of a Scottish Enlightenment 
diagnostician. He was watching certain market behavioral symptoms manifest 
themselves and then pin-pointing their causation. 
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Creator of Capitalism? Smith never even used the term. In fact, the Oxford 
English Dictionary locates its first usage in English in 1854 by William Makepeace 
Thackeray in his novel, The Newcomes; some 13 years before Karl Marx wrote 
Das Capital. What the American Founding Fathers did in reading Smith's 
work and incorporating his analysis of the power of free markets and private 
property ownership into our nation’s First Principles was not trying out Smith’s 
“invention.” It was simply recognizing the power of what he identified and 
allowing it to be unleashed. 


Capitalism created itself, just like an energy source, and free men have learned 


how to harness it in order to improve the human condition in ways that would 
never have been imaginable in the age of Caesar Augustus. 
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A BRIEF TIMELINE 
OF HUMAN PROGRESS 


If we go back to the time of Caesar Augustus and the collision of B.C and A.D, 
or Before the Common Era (B.C.E.) and Common Era (C.E.) for those who 
prefer, it is interesting to examine the progress of invention and innovation. In 
this book we will focus on events in the Common Era. 


There are numerous sources available that discuss the history of inventions/ 
innovations and show timelines for those that are most important. Of course, 
reasonable people can differ over what defines “importance” but setting aside 
those kinds of coffee shop (Starbucks) debates, let’s look at just a couple of 
different web-based listings of important inventions and innovations and see 
if we are finding a normal or skewed distribution. 


The website DatesandEvents.org publishes an inventions timeline that shows 
98 significant inventions since the start of the Common Era and up to the year 
2001. Of those, 31 were made prior to the start of the Industrial Revolution 
(generally cited as commencing in 1760) and 67 have come since. That 
means that 68% of their list of significant inventions happened in the 12% 
of history which incorporates the applied principles of capitalism. The much- 
maligned, but often used, Wikipedia cites 113 inventions over essentially the 
Same time period with 61, or 54% occurring since the Industrial Revolution. 
More interesting in their listing is that starting in the 1820's they begin listing 
the inventions by decade rather than by century. Of course, with the United 
States only coming into actual existence in 1789, the 1820's begin to reflect its 
ramping up to greatness. 


So let's examine the history of some of the U.S. companies who have products 
& services that are popular with students who are in college today. Many of 
the most popular companies may not have even existed when current college 
students were born; and definitely not in their current form. In doing so, we will 
also go back in time where possible and show just how long it took civilization 
to progress in each area prior to capitalism and its subsequent discovery by 
the intellectual explorer Adam Smith. 
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THE INTERNET 


“The Internet is becoming the town square for the global village of tomorrow.” 
- Bill Gates, Founder of Microsoft 


“I've traveled to every part of this country during the last six years. During my service 
in the United States Congress, | took the initiative in creating the Internet.” 
- Al Gore, Politician 


Despite the common perception that Al Gore invented the Internet, the real 
story is even more interesting. According to /nternetSociety.org the first written 
conceptualization of computer networking came in 1962 through a series of 
memos written by J.C.R. Licklider of MIT wherein he discussed his “Galactic 
Network” concept. Licklider became the first head of computer research at 
the Defense Advanced Research Project Agency (DARPA) and introduced 
the concept to his team. The development began at that point with a series 
of milestones all leading up to the true commercial launch of the Internet 
in 1990 when Advanced Research Projects Agency Network (ARAPNET), the 
first network to have used the Internet protocol, was dismantled. In 1995 the 
National Science Foundation Network (NSFNET) was decommissioned and the 
Internet fell into the hands of the free market and clasped with the invisible 
hand of capitalism. 
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Twenty years later the Internet, with the information it transmits and the 
commerce it allows to be conducted, has revolutionized the world. While 
everyone knows that its impact has been extraordinary, there is literally no 
way to effectively measure it. It has impacted almost every aspect of mankind's 
existence. 


Imagine that since the beginning of the Common Era, it took one thousand eight 
hundred and thirty three years before the first observation of a semiconductor 
property by Michael Faraday in a paper entitled “Experimental Researches in 
Electricity.” From that point, it took only one hundred and twenty three years 
for John Bardeen, William Shockley, and Walter Brattain to be awarded the 
Nobel Prize in Physics for their invention of the transistor, sometimes called 
the most important invention of the 20th Century. The Internet was developed 
and released into commercial hands only 39 years after that. 


Capitalism is more than an economic system; it’s a logarithmic learning curve. 


It is often pointed to by big government supporters that the Internet was a 
government program originally and without the government the generation of 
information and wealth created by the Internet could never have taken place. 
This point of view is short-sighted at best and flat-out mistaken at worst. The 
Internet was the product of great minds being allowed to think freely. Only in 
a Capitalistic system can University members have access to the developments 
in the outside world economy that allow their imaginations to dare create 
“what's next.” The creation of the Internet never could have happened, in 
government or elsewhere, if capitalism hadn't provided for the surrounding 
technology. 


And besides, once the government had it they had no idea what to do with it 
or how to monetize it. No person, agency, or collective group could possibly 


design what 300 million free people could design. 


All guided by an invisible hand of which Adam Smith caught a glimpse over 
200 years ago. 
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GOOGLE 


‘We're at maybe 1% of what is possible. Despite the faster change, we're still 
moving slow relative to the opportunities we have. | think a lot of that is because 
of the negativity... Every story | read is Google vs someone else. That’s boring. We 
should be focusing on building the things that don’t exist.” 

- Larry Page, Co-founder of Google 


Capitalism is such a powerful force that it doesn’t just increase the offering of 
products and services, or simply facilitate the creation of great wealth and a 
higher standard of living for all. 


It can turn a proper noun into a verb! 
Let us google that. 
According to Compare Business Products: 


On average, Google is subjected to 91 million searches per day, which 
accounts for close to 50% of all Internet search activity. Google stores each 
and every search a user makes into its databases. After a years’ worth of 
searches, this figure amounts to more than 33 trillion database entries. 
Depending on the type of architecture of Google’s databases, this figure 
could comprise hundreds of terabytes of information. 


Visiting the Google site you learn that 
Google was founded in 1998 by Stanford 
University graduate students Larry Page 
and Sergei Brin. While at Stanford in 1996, 
Page and Brin began developing their first 
search engine they called BackRub. |In 1998, 
they established their first data center in 


> Page’s dorm. 


At the advice of Yahoo founder David Filo, Page and Brin decided to start a 
company. They first raised $100,000, and eventually $1,000,000, and started 
their company in a friend’s garage in 1998. Today Google has a massive 
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corporate complex in Mountain View, California and has over 70 offices in 40- 
plus countries. 


Google is now getting ready to launch a “smart car” 
that drives itself and has its own wireless network. 
There is nothing in the area of technology it will not 
attempt to enter and conquer. 





None of this could ever have been accomplished if a room filled with central 
planning government bureaucrats had set out to invent Google. They never 
could have envisioned it. The founders themselves could not have envisioned 
what they have since created. Can anyone imagine a government program 
progressing from search engines on the Internet to powering smart phones 
to driving automobiles? 


Only an invisible hand and the creative passions of entrepreneurs could have 
possibly guided a journey like the one Google has taken in less than 20 years. 


But at its very core, Google is still recognized as a search engine. If you think 
about it, an online search engine is really a library where the Dewey Decimal 
System is replaced by some strokes on a keypad or the tapping of a mouse (or 
now your voice saying “OK, Google...”). 


We have already discussed the invention of the printing press so libraries as 
we know them today could not have existed prior to that with the abundance 
of texts or the ease of access. Prior to libraries becoming widely available 
to general public, they were found primarily on University campuses or in 
monasteries. Often universities and monasteries would collaborate to provide 
library offerings to students, academics, and the privileged. 


It was in England where public libraries were truly born near the end of the 
16th Century. 


According to ZenCollegeLife.com: 


..one of the first public libraries used by those who were not members of 
an institution such as a cathedral or college was Francis Trigge Chained 
Library in Grantham, Lincolnshire in 1598. 
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The Trigge Library is considered a forerunner of later public library 
systems. However, it wasn’t until the Public Libraries Act in 1850 was 
created by the U.K. Parliament and mandated that cities populated with 
10,000 or more were asked to pay taxes in support of public libraries. 


After the Libraries Act - and the 1870 Public School Law that helped to 
increase literacy - were enacted, the demand for libraries skyrocketed so 
that by 1877, more than 75 cities had established free libraries. By 1900, 
that number had grown to 300. 


So, one thousand five hundred ninety eight years for the first significant public 
library with mass-printed books and only another 400 years for Google. 


Today the U.S. Library of Congress states that it has on hand over 37 million 
books and other printed materials, the vast majority of which were produced 
using the invisible hand of capitalism; the one Adam Smith saw. 


And Google gets over 90 million search requests per day. 


One last note on Google, capitalism, and figuring out just where all of this is 
going. Google Maps and the navigation system it has created that gives you 
precise real-time directions, adjusted and recalculated instantly as necessary, 
and sends them to your smart phone has made it possible to get to places 
without actually having any idea of where they are. Map reading is no longer 
necessary. It took Western man one thousand three hundred years into the 
Common Era to discover the modern compass. 


It took Google only a few years of operation to turn the compass into a keepsake. 
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AMAZON.COM 


“Our vision is to be the world’s most consumer-centric company, where customers 
can come to find anything they want to buy online.” 
- Jeff Bezos, Founder of Amazon.com 


Anybody who sits in front of a laptop, lays an electronic notepad on the arm of 
a couch, or holds a cell phone in the palm of their hand to holiday shop needs 
to be grateful to Jeff Bezos and the idea he had in 1994 to take the relatively 
new Internet and turn it into the world’s shopping destination. Bezos was only 
30 years old and already very successful as an SVP with Wall Street investment 
banking firm D.E. Shaw & Co. He learned of the incredible rate of growth of 
Internet use by doing research for his day job and decided to make an entrance. 


Legend has it he made a list of 20 possible items that could easily be sold online. 
He settled on books because there were so many titles that no single bookstore, 
no matter how big, could ever carry them all. An on-line store, however, could 
carry many multiples of what could be held inside a Barnes & Noble. 


Bezos chose Seattle to be the home of his new company because of its high- 
tech labor pool and because it was proximate to Ingram Book Group, which 
had a large warehouse, filled with saleable product. Bezos raised $1 million 
from family and friends as an initial investment, found a place to live, and 
Started Amazon.com in his garage. 
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In July 1995, Amazon.com started doing business with the tag line of “Earth’s 
Biggest Book Store.” They initially had over 1 million titles. Since then Amazon 
has shown great innovation in how it structures its shopping experience for 
customers. They patented and trademarked the “one-click” payment method 
and name for returning customers. They have used state of the art algorithms 
to offer suggestions for shoppers who have bought items from them previously. 
They created a loyalty program, rare for online retailers, which allowed you to 
buy a membership to avoid shipping charges, sales taxes in some locations, 
and avail yourself to various “Prime” member benefits. 


Today Amazon.com is the largest of all online retail stores and is the place that 
merchants want to have their items listed for sale even if they have their own 
ecommerce site. They gave the market its first electronic book (e-book reader) 
through its introduction of the Kindle in 2007. 


If you go on Amazon you can buy a first-edition of Atlas Shrugged, a 24 foot 
extension ladder, or a collection of all the digitally remastered Beatle’s music 
for the Baby-Boomer in your life. If that isn’t enough, you can order an Xbox 
system and have it delivered to your home tomorrow with no charge for 
shipping or you can log into Amazon Prime Video and have recent seasons 
of Game of Thrones stream onto your iPad for immediate viewing (See Apple 
section of this book). 


During a 60 Minutes interview in December of 2013 (at the time of the 
broadcast it was disclosed that Amazon had over 225 million worldwide 
customers) Bezos created a stir when he revealed that Amazon was planning 
to have packages delivered to customer doorsteps using a small drone. Safety 
controversy aside, it was a breathtaking concept and one of the most dramatic 
answers to the instant gratification culture that we have now heard so much 
about. On the Amazon horizon are its own smart phones and a home delivery 
service. One thing is certain, it will continue to innovate. 


In its simplest form, Amazon.com is the world’s largest department store. 
According to Christine Larson, writing for the Washington Monthly it took us 
one thousand eight hundred and seventy years before the first department 
stores opened in Victorian London. 
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She writes: 


Department stores emerged as the Wal-Marts of their time, known for low 
prices, Convenience, and controversy. When the first stores opened in the 
1870s and ‘80s, they were cavernous, no-frills storerooms that stocked a 
hodgepodge of items once available only from specialty merchants. The 
different merchandise lines were known as “departments.” At these one- 
stop Victorian shopping destinations, the sales staff might not have known 
silk from twill, or how to trim a jacquard vest, but the prices were low, 
and one could pay in cash—an innovation at a time when most retailers 
required annual credit lines that were extended only to wealthy regular 
patrons. 


From this beginning, the invisible hand of capitalism spread the stores “across 
the pond” to the United Sates where, by 1900: 


eight Chicago department stores together dominated the city’s 
commercial life, commanding nearly 90 percent of retail business, 
excepting groceries. Stores and customers grew rapidly in other cities 
as well...American department stores grew up in the age of breakneck 
urban growth. At the turn of the century, Americans were busy trading 
ploughshares for factory jobs, and the nation absorbed 23 million 
immigrants. As the economy shifted from an agrarian to a manufacturing 
base, people crowded into fast-growing cities and found they had new 
needs and more money to spend. The term “downtown” entered daily 
speech. Innovations that enabled the growth of cities also boosted the 
department store. 


The free market is always searching for better ways to deliver products and 
services in the most efficient and cost effective manner to consumers. Since 
those beginnings, names like Woolworth, Hudson's, Marshall Fields, Kmart 
(almost) have come and gone while others, Walmart, Target, and Amazon.com 
have emerged in their stead. 


It is fascinating to imagine what comes after Amazon.com. 
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APPLE-EVERY THING!!! 


“Technology is nothing. What's important is that you have a faith in people, that 
they're basically good and smart, and if you give them tools, they'll do wonderful 
things with them.” 

- Steve Jobs, Co-founder of Apple 


In April of 2014 it was reported in numerous news outlets that Apple had 
more cash on hand than did the Federal Government. At that moment in time, 
according to information from Bank of America, Apple had approximately 
$165 billion in cash balances and the Treasury only had $48 billion. Not to 
fear about the Federal Government going broke; it can always just print more 
money so it does have that advantage over Apple. 


But that’s the only one it has. 


The innovation that has come from Apple has changed the world. So compelling 
are its products that now a whole new cottage industry of therapy has sprung 
up trying to help people cope with their addiction to Apple devices and the 
copycats that have followed. The recent list from just the past 20 years is so 
simple it is breathtaking: 


1998: iMac desktop computer 

2001: iTunes music library-the most complete & affordable library of music 

2001: iPod - Made your entire music library able to be clipped to your belt 

2006: MacBook Pro laptop computer - Now the gold-standard for the creative world 


2007: iPhone - The launch of the smart phone that has revolutionized 
communication 


2007: Apple TV - bringing all of the Apple user experience to a big screen. 
2010: iPad - Does anybody want to take notes or read hooks any other way? 


2015: Apple Watch. In case everything else isn’t enough, let's link them 
together on your wrist. 
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The beginnings of Apple go way back to 1976 and illustrates what we've already 
uncovered in this book as being the most important element of successful 
entrepreneurship: 


If you want to be successful you need a garage! 


Steven Jobs and Steven Wozniak started what 
would become Apple in Job’s garage in Los 
Altos, California. Their goal was the creation of 
a user friendly computer. They have certainly 
fulfilled that dream. 





Wozniak stayed with the company until 1983 when he left to form his own 
company. Jobs left a couple of years later in 1985 to form his own company 
NeXT Software. He then bought Pixar from George Lucas and everyone who has 
been a kid or had kids since that time is very familiar with the groundbreaking 
work of Pixar. 


After Jobs and Wozniak left Apple, the company continued to perform 
successfully, largely from the momentum they had created. In 1990 it posted 
the highest profit it had up until that point. However, the company began to 
Struggle and lose market share due in part to a decision Wozniak’s successor 
made to not work with Microsoft's founder Bill Gates to license its software. 
Microsoft became Apple’s biggest market challenger and took over the 
business user world because of its MS Office suite of products. Apple’s market 
Share continued to decline and in February of 1996 Business Week published 
an article named “The Fall of an American Icon.” In it they pointed to all of 
Apple’s mistakes and wondered what, if anything, the company might be able 
to do to reverse course. 


In 1997 Apple would find the answer in the form of its co-founder Steve Jobs. 
Apple purchased Job's company NeXT Software and then made Jobs the 
interim CEO (he called himself the iCEO). Jobs made a deal with Microsoft to 
create a compatible version of its Office software and the rest is very, very 
successful history. 


iPhone: Of all the things that Apple has innovated, each in their own way 
important, it is hard to argue that the "smart phone” is not at the top of the list. 
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The smart phone delivered a full computer into the owner's hands and allowed 
them to essentially do anything they wanted to do in terms of communication 
and research from wherever they were at the moment. It provided instant 
access to the world of knowledge and the world of contacts. 


From a business perspective the smart phone has accelerated the pace at 
which commerce takes place. An attorney can now read a legal brief saved 
as a .pdf file while they ride in the back of a taxi cab (or Uber!) on the way to 
court. A college student can look up a complex algorithm they forgot to study 
just prior to walking into their mid-term exam. Every person standing on busy 
street corner becomes a potential photographic or video journalist for a crime 
or other event taking place. People can text for no charge from around the 
globe to stay in touch with each other: Instantly! 


There is a great debate taking place today as to what extent the smart phone 
is damaging real “human to human” communication. Critics say that everyone 
is spending all of their time walking around with their heads down, staring at 
their smart phone, instead of looking up at the world around them. 


There might be some element of truth to that but it won't last forever. Right 
now, because of Apple and the invisible hand of the free market, people are 
just staring down because they cannot believe what they are seeing. 


The computer age which dawned in the early-mid 20th century is marked by 
numerous milestones in its early phases, and who gets credit for what first is 
not as clear cut as might be the case with other “inventions.” There were many 
Simultaneous and complementary steps being taken by different people and 
groups at a very high rate of speed. The Computer History Museum does list 
the first key event in the development of computers as having taken place in 
1939. You are not going to believe where it started: 


(In 1939) Hewlett-Packard is founded. David Packard and Bill Hewlett 
found Hewlett-Packard in a Palo Alto, California garage. Their first product 
was the HP 200A Audio Oscillator, which rapidly becomes a popular piece 
of test equipment for engineers. Walt Disney Pictures ordered eight of 
the 200B model to use as sound effects generators for the 1940 movie 
“Fantasia.” 
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From there a series of developments take place, including the creation of 
the “counting machine,” or Bombe as it was properly named, designed with 
the participation of Alan Turing of The Imitation Game movie fame. The 
Museum does cite 1950 as a key moment in time for the commercialization 
of computers: 


Engineering Research Associates of Minneapolis built the ERA 1101, the 
first commercially produced computer; the company’s first customer 
was the U.S. Navy. It held 1 million bits on its magnetic drum, the earliest 
magnetic storage devices. Drums registered information as magnetic 
pulses in tracks around a metal cylinder. Read/write heads both recorded 
and recovered the data. Drums eventually stored as many as 4,000 words 
and retrieved any one of them in as little as five-thousandths of a second. 


So to refer back to our timeline of economic progress, the naturally occurring 
force of capitalism began to be unleashed in 1760 CE. From that point forward 
it took less than 200 years for the development of the first commercially sold 
computer and, after that only 56 years until the smart phone changed the 
world. 


What about the telephone itself? 


It was in 1876 that was awarded 
the patent on the first telephone. 
There has been considerable 
debate over the past century and 
a half as to whether Bell or his 
contemporary counterpart Elisha 
Gray actually “invented” the phone. 
Those debates aside, and with an 
acknowledgment that both men were brilliant, what is not contested is that it 
took humanity almost one thousand nine hundred years into the Common Era 
to invent the phone. Once that happened, however, it only took capitalism just 
over 100 more years to get us to Apple’s smart phone. 





As anaside, it took less than 100 years after the start of the Industrial Revolution 
for Samuel Morse to send the first telegraph message; the precursor to the 
telephone. 
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UBER 


“My politics are: I’m a trustbuster; very focused. And yeah, I’m pro-efficiency. | want 
the most economic activity at the lowest price possible. It’s good for everybody; it’s 
not red or blue.” 

- Travis Kalanick- Founder of Uber 


The taxi cab industry has long been one of the inexplicably government protected 
industries in a nation that from its very beginning embraced free markets and 
capitalism. What could possibly be more basic than allowing someone with a 
valid license and access to an automobile to give a ride to Someone who needed 
one and charge them a few dollars for so doing? Despite that, the truth is that 
taxi cabs have been heavily regulated and protected, especially in major urban 
centers, for decades and have restricted entry to the marketplace. This has kept 
rates unnecessarily high and service demonstrably poor. 


Enter Travis Kalanick and his App-centered car service Uber. An article in Gulf 
Life Magazine tells the basic story of Uber’s beginnings: 


The story of Uber takes us back to 2008 when the co-founders then, still 
friends and not aware they'll be at the head of one of the most successful 
Startups up to date, were attending LeWeb conference in Paris. Travis 
Kalanick and Garrett Camp, like old pals, were complaining about the 
many crappy things we all have to deal with in life, including finding a 
cab when we're packed with luggage under the rain and no taxi seems 
to pass by. It seemed like The Eiffel Tower or Paris’ finest restaurants 
weren't enough to distract them from a brilliant idea trapped under the 
grey clouds, because next thing you know, these two “uber” kids were 
already brainstorming, thinking about ways to solve this global issue of 
finding cars at the right place, on the right time. Though by now only two 
things were certain: the solution had to be mobile, fast, and the rides had 
to picked up from Jay Leno's personal garage. 


Garrett took the lead and went on playing around with a couple of ideas, 
prototyping several solutions and engineering a mobile app for the iPhone 
that would revolutionize the very idea of getting around. It didn’t take 
long before Travis joined the ride to work with him on what would later 
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be known as, Uber. Fast forward to January 2010 and Uber was already 
rolling a couple of black cars in the city of New York to simply test the 
service out. With just a few cars and even fewer people knowing about 
the startup at the time, Uber proved to be a hit. Soon after San Francisco 
joined in to host Uber, and the rest is history. 


It is worthwhile to stop for a moment in the discussion of Uber and take 
note of how Adam Smith’s discovery of the invisible hand came into play in 
this instance. Cars, phones, and computers all wound up being integrated 
together to provide the service. There is no way to believe that when Steve 
Jobs’ Apple came out with the iPhone in 2007 that they were planning to 
have somebody else design an App, that tapped into the Internet through 
its Computing integration capability, that would revolutionize the world of 
automobile “taxiing.” The free market directed one into the other and came up 
with something that the largest room of brilliant government central planners 
could never have designed back in 2005; even if they had lunch brought in so 
they could keep working. 


Today Uber operates in over 200 
cities and in 58 countries around the 
globe. The company demonstrates 
a social consciousness found only 
in non-governmental entities by 
committing to get 1,000,000 women 
Uber drivers behind the wheel 
by 2020. They have even recently 
begun to deliver Uber Ice Cream 
(Melts in your mouth, not the backseat?). The service is used by college students 
making their way around a university town and by Hollywood celebs out for 
an evening of merriment. The company’s universal appeal reflects the quote 
from its co-founder cited at the beginning of this section. The only thing “red” 
or “blue” about Uber is the color of some of its cars. 





Uber has faced predictable resistance from predictable sources, namely 
politicians who are closely aligned with the traditional taxi cab industry. One 
of their chief nemeses is current New York City Mayor Bill DeBlasio who has 
never met a free market solution he didn't dislike. In the summer of 2015 he 
was forced to temporarily back down from an attempt to severely limit the 
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number of Uber vehicles on NY City streets. Even the Democratic Governor of 
New York, Andrew Cuomo, weighed in on the side of Uber. New York has long 
been famous for the fact that the cost of a single taxi cab “medallion” (the city- 
issued symbol required to be displayed on the side of a cab to allow it to legally 
pick up passengers “hailing” from the street) was $1,000,000. This eliminated 
entry into the space for the poor and essentially made drivers regulated- 
market-slaves to the medallion owner. Since the advent of Uber, prices for 
medallions in NY City have dropped to just over $700,000. It shows the power 
of the free market and the pricing mechanism directed by the invisible hand 
to make more goods and services affordable to all. 


At the time of Caesar Augustus, at the beginning of the Common Era, the 
development of the roadway system was of great importance. According to 
Crystalinks.com, Augustus: 


..was determined to improve the infrastructure to promote economic 
growth...A great network of roads, bridges, and canals opened the interior 
of Gaul to Roman commerce and cultural influence. ... Expansion of the 
Roman Empire was both facilitated by and an impetus to the development 
of an efficient system of roads. 


The roads were important militarily, as they bound together the steadily 
growing Roman Empire...They were surfaced with stone paving blocks, 
had a drainage ditch on each side and were crowned to shed water. ..if 
the ground became waterlogged, a tight foundation layer helped prevent 
anyone traveling on the road from sinking out of sight in the mud. 


Occasions for road travel included army officers on business, government 
magistrates traveling between Rome and their posts, students journeying 
to Athens to complete their education at the universities there, andimperial 
postal couriers carrying messages and letters. Travel for enjoyment and 
long journeys by foot were almost unheard of in Roman society. 


The rich often traveled lying down in a litter carried on the shoulders of 
Slaves or seated in a sedan chair, also carried by slaves. Military officers 
traveled on horseback and the Roman army had stations at which a 
courier or officer could exchange a tired mount for a fresh one.... Travel 
within the cities was often done on foot by rich and poor alike. The proper 
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way for a wealthy woman of Senatorial rank to travel was by carpentum, 
a large four wheel covered coach. Additionally, she could travel by litter, 
just like the men. 


As for the taxi industry for those not fabulous enough to be carried about ina 
carpentum, Taxi.com tells us: 


(The) taxi industry history goes back to early 17th century. At that time horse- 
drawn for-hire hackney carriage services began operating in both Paris and 
London. The number of carriages was regulated by royal proclamations and 
the Hackney Carriage Act (1635) is the first taxicab legislation in London. There 
are still remains in the law of old rules, for example there is a requirement that 
the cab must have enough height in the back of the vehicle for the passenger 
to sit with a bowler hat on comfortably. 


So in aworld controlled by kings, lords, clerics, and all other forms of manageda- 
economy sorts, it took over one thousand six hundred years to create a taxi 
industry. No worries, free markets were a little over 100 years away and Uber 
right around the corner from that.. 


With regard to cars themselves, it took one thousand eight hundred and eighty 
five years from the beginning of the Common Era for Karl Friedrich Benz to 
invent the gasoline powered automobile. From the starting of the Industrial 
Revolution, however, that car was only alittle over 120 years away from pulling 
out of some inventor's garage. 
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NETFLIX 


“Most entrepreneurial ideas will sound crazy, stupid and uneconomic, and then 
they'll turn out to be right.” “Great leaders, like Steve Jobs or Jeff Bezos, also focused 
on the long term.”- Reed Hastings-Founder of Netflix 


For anybody in college today between the ages of 18 and 22, at the time of your 
birth the blockbuster in the world of home entertainment was Blockbuster. At 
their zenith in 2004, they had 9,000 stores and 60,000 employees. In 2010 they 
filed for bankruptcy and by 2011 they were vapor. 


What happened? 


Part of what happened was Netflix. According to Forbes Magazine “In 2000 
Reed Hastings, the founder of a fledgling company called Netflix flew to Dallas 
to propose a partnership to Blockbuster CEO John Antioco and his team. The 
idea was that Netflix would run Blockbuster’s brand online and Antioco’s firm 
would promote Netflix in its stores. Hastings got laughed out of the room.” 


Hastings is now a millionaire, while the Blockbuster 
executives are spending a lot more time watching 
TV (probably on Netflix!). 


Started by Hasting in 1997 to offer online movie 
rentals, what Netflix has done is to change the way 
people spend their entertainment time and dollars. 
has also changed the way television executives 
and movies producers create and disseminate film 
content. When you combine the entertainment 
deliverables of Netflix with the technology of Jobs 
and others, learning how to operate a remote 
control almost becomes mandatory vocational 
training for a happier adult life. 
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From Nettflix’s own website, consider the timeline of their growth after their 
formation in 1997: 


1999: Netflix launches the subscription service, offering unlimited rentals 
for one low monthly subscription. 


2000: Netflix launches the personalized movie recommendation system that 
uses Netflix members’ ratings to accurately predict choices for all Netflix 
members. 


2002: Netflix makes its initial public offering (IPO on Nasdag under the ticker 
“NFLX” with 600,000 members in the US.) 


2005: The number of Netflix members rises to 4.2 million. 


2007: Netflix introduces streaming, which allows members to instantly watch 
television shows and movies on their personal computers. 


2008: Netflix partners with consumer electronics companies to stream on 
the Xbox 360, Blu-ray disc players and TV set-top boxes. 


2009: Netflix partners with consumer electronics companies to stream on 
the PS3, Internet connected TVs and other Internet connected devices. 


2010: Netflix is available on the Apple iPad, iPhone and iPod Touch, the 
Nintendo Wii, and other Internet connected devices. Netflix launches its 
service in Canada. 


Today Netflix has over 57 million subscribers at the end of 2014 and generated 
revenue in just the last quarter of that year alone of $1.48 billion. Its market 
value is many times greater than Blockbuster’s ever was even in it best years. 
Netflix continues to expand into overseas markets and has spawned imitators 
such as our friend from pages-past Jeff Bezos at Amazon.com with their 
Amazon Prime program for streaming video. All of the competition will make 
certain that Netflix will not be able to strangle the market and raise its prices 
to an unaffordable level. If it tries to, the invisible hand will direct competition 
to step in a drain market share from them so that they either adjust their 
Strategy or... 


Get a tombstone right next to Blockbuster’s. 


There are great names associated with the development of photography and 
film (Claude Niepce, Emile Reynaud, Edweard Muybridge, Etienne Marey, 
George Eastman, and others), but the best know is that of Thomas Alva Edison 
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who not only invented the light bulb and the phonograph, but also invented 
the first patented “kinetograph” in 1891. When you consider that the first still 
photograph was taken by Niepce in 1827, the progression time is incredibly 
rapid. Mankind went over one thousand eight hundred years in the Common 
Era before reliably capturing an image (although the first photograph took 
over eight hours to fully expose). From that point it took only a few decades 
for Edison and others to transfer still photos and images into “film.” None of 
these great scientists were directed or inspired by government. They operated 
freely, allowing their creative minds to theorize, hypothesize and test. Once 
the technology developed, the free market took it and never let go, bringing us 
to where we are today with the next season of House of Cards always looming. 
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STARBUCKS 


“When you're surrounded by people who share a passionate commitment around 
a common purpose, anything is possible.” 
- Howard Schultz-CEO of Starbucks 


While Starbucks was started well before 1995, its impact has been felt most 
Significantly in the past 20 years as it has created a proliferation of coffee shops 
that combine a wide range of beverage selections with specialty pastries and 
other food offerings, and place them in an atmosphere that becomes a virtual 
office setting for the ever increasing number of people who work remotely or 
independently. In short, Starbucks has created an entire coffee shop culture 
that has taken the old European model and thoroughly “Americanized” it. 


The story of Starbucks has been told many times and can be found concisely 
presented at Coffee.org. It actually began in Seattle in the Pike Place Market 
area of the city. The three founders, Jerry Baldwin, Zev Seigl, and Gordon 
Bowker sold whole bean coffee and coffee making equipment only; no ready- 
to-drink beverages. In 1981 the three hired a young Howard Schultz to be their 
director of retail operations. Schultz tried to convince them to sell beverages 
but the group declined. 


Disenchanted, Schultz left the group. He toured Italy, learned about the world 
of coffee, started his own coffee company, II Giornale, and ultimately returned 
to Seattle and purchased Starbucks from its founders in 1987. In June of 1992 
Starbucks went public at $17 per share. An analysis done by Joshua Kennon in 
2002, 20 years after that public offering showed that a $100,000 investment 
in Starbucks the day it went public would be worth $9.2 million two decades 
later. What Schultz and Starbucks have done since the mid 1990's is difficult 
to imagine when you understand that it is built, at its core, around a beverage 
that is thought to have originated natively in Ethiopia and which was being 
traded in Arabia as far back as the 9th or 10th Century. 


Think of what Starbucks has done to change our language and create the 
proliferation of competitive products: Frappuccino’s, Lattes, Chai Teas, Red 
Eyes, Black Eyes, Tall-Grande-Venti-Trente; all these terms and ideas have 
infiltrated the way people have come to think about a coffee shop experience. 
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Starbucks has had this impact because of the chance to operate in a free 
market, or near-free markets, has enabled it to establish a foot print of over 
21,000 stores in 65 countries. They are literally almost everywhere and their 
influence is pervasive. 


Walk into any Starbucks today and you will find people sitting at virtually 
every table with their MacBook Pro fired up and working on something while 
they people watch and sip the beverage of their choice. This was a scene 
completely unknown in America 20 years ago. Now it is not only commonplace 
but Starbucks has created additional competition and a race to make a 
beverage and dining environment also an office environment. Rival Panera 
Bread introduced in Chicago in 2014 built-in computer screens, web access, 
and cell phone charging and synchronization right into their countertops. What 
will develop in this arena is difficult to imagine over the next 20 years. 


Difficult to imagine, and impossible for any group of bureaucrats to plan! Only 
the invisible hand of the free market knows where it is heading and it isn’t 
talking. 
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THREE MORE-BRIEFLY 


“Move fast and break things. Unless you are breaking stuff, you are not moving 
fast enough.” 
- Mark Zuckerberg; Co-Founder of Facebook 


“| look at being a capitalist businessperson like riding a bike - if | go too slowly, 
I'll fall over. Or it’s kind of like a shark: if | stop swimming, I'll just die.” 
- Andrew Mason; Co-Founder of Groupon 


“| think the success around any product is really about subtle insights. You need 
a great product and a bigger vision to execute against, but it’s really those small 
things that make the big difference.” 

- Chad Hurley; Co-Founder of YouTube 


There is no possible way to give credit to all of the great outputs that capitalism 
has generated in the past 20 years from the inputs of human ingenuity and 
individual freedom. Three more are worth mentioning because of their impact 
and their uniqueness. One thousand apologies and more are herein issued to 
all the companies who didn't make the list. 


FACEBOOK 


Founded in February 2004 on the Harvard University campus, it was originally 
limited to Harvard University students but it then expanded to other Boston- 
are universities and from there to the world. Facebook now has over 1.2 billion 
active monthly users. If Facebook were a country, it would behind China and 
Statistically tied with India for second place with regard to population. It has 
become the preferred way for families to stay in touch, organizations to share 
their messages, and individuals to share their thoughts and images with the 
world. As is the case with progress in general and technological progress 
in particular, society is lagging behind Facebook's growth in determining 
boundaries for what is and isn't a good or acceptable idea for its use. That said, 
there is no denying what it has done to allow people to share information, 
messages, and feelings. 
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GROUPON 


The online daily deal coupon provider launched in 2008 and was born, legend 
has it, from a bad experience co-founder Andrew Mason had in trying to cancel 
a cell phone contract in 2006. Mason felt that there was a market opening 
to bring consumers together as groups and to acquire additional purchasing 
power in the process. For merchants, participation was a natural extension of 
any existing Couponing program they might have; designed to attract shoppers 
for a limited period of time to get to know them and their product and service. 
The company became so successful that in 2010, two years after it was founded, it 
turned down an offer from Google to be purchased for $6 billion! 


In 2014 Groupon had sales of $3.2 billion. It has completed changed the 
marketplace in terms of electronic special offer couponing and has created 
smaller knock offs in various municipalities around the country. 


YOUTUBE 


In early 2005 two former Pay-Pal employees, Chad Hurley and Steve Chen were 
taking video at a party held at Chen’s house. After shooting the video they 
decided that they needed some way to share it with others who weren't there. 
They were flush with cash from the acquisition of Pay-Pal so they decided to 
Start a company where people could post video online. YouTube was born. A 
year and half later they sold the still-new company to Google for $1.6 billion. 


Today it is almost impossible to think of any particular video you might want to 
see that is not on YouTube. In addition to having become the public archive for 
virtually every moment in entertainment video history, it has become a place 
to post lectures, share video journals for weight loss, and start an ice bucket 
challenge to raise money, or find homes for abandoned animals. You can have 
a YouTube app on your iPhone, next to Groupon and Facebook if you arrange 
them that way, and you can view or post video anytime and from anywhere. 


And not one element of that miracle was planned by central government. 
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FINAL THOUGHTS ON THE 
POWER OF CAPITALISM 


This book is being printed in 2015 with a targeted readership of current 
college-age adults. That means the examples used in the book to demonstrate 
the power of free markets have been chosen to reflect products or services 
used by people in that particular demographic. The remarkable thing is 
that if the book had been written for now-retiring Baby-Boomers, focusing 
on products and services of interest to them, there would have been just as 
many examples of capitalism’s accomplishments to which they could relate. 
The same truth would apply if the book were being written for toddlers and 
included beautiful color illustrations and iambic pentameter. It doesn’t make 
any difference what age group, race, gender, or other division you can think of 
when you are talking about what capitalism can accomplish. There is within it 
truly something for everybody. 


Going back to the Presidency of Franklin Delano Roosevelt, and particularly 
under the administration which was elected in 2008, there have been attacks 
on capitalism being unfair and oppressive. Certain politicians stir up anger 
against free markets and business in order to garner votes and consolidate 
power. It’s easier to rail against greedy businessmen or evil capitalists than 
to take the blame for making it harder for businesses to succeed, grow, and 
hire more workers. The irony is that as a politician today uses Facebook to 
spread bad messages about capitalism, as they go to Twitter to send out 140 
character assaults on the free market, as they take selfies with demonstrators 
on the street and post them on Instagram, they are using the creations of a 
free market in order to attack a free market. 


There is great ignorance to be found in anyone who picks up a tool they intend 
to use for battle and then uses that same tool to strike down the toolmaker. 
Critics of free markets, whether on television or in a campus lecture hall, 
would do well to consider how effectively they could deliver their message, or 
how comfortable they would be when they get home that night, if it weren't 
for the array of life accentuating innovations provided by capitalism. Perhaps 
they would like to write their message on Papyrus leaves and have it carried 
by horseman around the countryside? 
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What Adam Smith observed and described for people back in 1776 gave them 
an opportunity to know the existence of a natural phenomenon that, like 
electricity, could be harnessed for man’s use. As is the case with all things that 
men do, capitalism has not always been used by the most noble of people for 
the most noble of reasons. What makes capitalism special, however, is that 
when it is misused by someone; there are natural forces at work inside of it 
that will punish the bad deed by forcing the perpetrator’s enterprise out of 
business. It is not perfect; but nothing that involves people is perfect. 


Perhaps the most important lesson to draw from what has been discussed in 
these pages (other than that it is really helpful to have a garage if you decide to 
go into business) is that none of these people had an idea that came into their 
head because they had read 100 books on economic theory and the power 
of free markets. They had ideas come into their heads for the same reason 
humans have always been able to generate ideas: Because they reason, 
because they contemplate, because they are. The difference between these 
people and the people who lived, say, 600 years ago, is that these people lived 
in a time when they could turn their ideas into realities through the use of a 
free market. They also benefited because several generations before them 
had the same opportunity to develop their ideas. Those developed ideas are 
the building blocks of free enterprise and capitalism; an invisible hand laying 
each and every stone. 
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David Hume suggested that human history is naturally progressive in nature, at 
varying rates over time showing steady improvement in the human condition. 
Hume seems to have been undeniably right if we look back at the time of 
Caesar Augustus and compare it to now. But what we have learned is that 
Hume's progression clearly has not been linear. It has had a disproportionate 
amount steam gathered since the advent of the steam engine and the workings 
of free markets took hold. It turns out that human progress depends upon 
human freedom which, as Milton Freidman taught us, cannot exist without 
economic freedom. 


In the movie The Imitation Game, Joan Clarke tells the self-doubting Alan Turing 
“Sometimes it is the people no one imagines anything of that do the things 
no one can imagine.” It is for those very people that capitalism provides the 
greatest use. Given the chance to produce what they can imagine and exchange 
it with others who find it of use, everyone has the chance to be the next Steve 
Jobs, the next Reed Hastings, or the next Howard Schultz. How much did anyone 
imagine of them before they put the tools of capitalism to use? 


Capitalism’s greatest gift isn’t the creativity or the imagination that it stirs in 
people. Its greatest gift is to allow the imagination and creativity that stirs 
in every human soul to be expressed and find fulfillment that benefits them 
and everyone around them. 
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Indoctrination Prevention 

Too many college professors indoctrinate instead of educate. Indoctrination Prevention 
addresses and refutes the top 10 myths proclaimed by college professors in academia 
today, and provides students with the facts to fight back. 


How to Debate Your Teacher (and Win!) Second Edition 

A booklet that teaches students how to combat liberal indoctrination in the classroom 
and stand up for their beliefs. Our goal with this publication is to empower, inspire, 
and train young people to make classrooms in America a place of intellectual diversity. 


How America Broke Its Wings 

This booklet describes the history and real meaning of the terms “left-wing” and “right- 
wing,” and presents a new philosophy for to describe our political differences without 
developing sloppy language that leaves us unnecessarily divided. 


How to Organize - Winning the Battle on College Campuses! 

A detailed handbook designed to equip and train student activists to be effective 
‘a organizers on campus. This publication discusses how to start a group, grow 

' membership, plan and execute activism initiatives, and so much more. This is 

a must-read for any student looking to make an impact on campus. 


The Healthcare Games 

In November of 2014, a few weeks before the premiere of the new Hunger Games movie, 
TPUSA published a one-of-a-kind publication called The Healthcare Games! This book 
talks about the dangers of government-run healthcare from its intrusive nature to its big 
government approach. 


Game of Loans 

The student loan crisis has a dramatic impact on young people, but most students have 
no idea why they're in so much debt. Game of Loans examines the history of the student 
loan crisis by picking apart every major piece of legislation that has led to the rising cost 
of college tuition. 


Capitalism Cures 

This booklet presents moral arguments in favor of capitalism, and it describes the many 
ways in which capitalism has helped people all over the world in every social and economic 
class. TPUSA believes that capitalism is moral, just, and the very best economic system; 
Capitalism Cures defends that idea. 


10 Ways Big Government Harms You 

This booklet discusses 10 key reasons that big government is harmful including a lack 
of privacy, punishment of success, and a lack of options — all of which are important 
issues to young people. 
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